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1. (C) SUMMARY. SINCE THE NOVEMBER 5-7 VISIT TO SAUDI ARABIA OF 
IRANIAN FONMIN KHARRAZI (REF A), SAUDI~IRANIAN RELATIONS HAVE 
CONTINUED TO DEVELOP. SAUDI SHURA COUNCIL SPEAKER SHEIKH MUHAMMAD 
BIN JUBAIR VISITED IRAN NOV. 21-25, A WELL-ATTENDED IRANIAN TRADE 
FAIR WAS HELD IN RIYADH NOVEMBER 23-29, THE SAUDI-IRANIAN JOINT 
ECONOMIC COMMITTEE HELD A PREPARATORY SESSION IN RIYADH NOV. 29, 
AND THE IRANIAN AMBASSADOR HAS TOLD THE PRESS THAT PRESIDENT 
KHATAMI PLANS TO VISIT SAUDI ARABIA SOON. IN HIS DECEMBER 7 SPEECH 
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TO THE GCC SUMMIT, CROWN PRINCE ABDULLAuw sas Geus sansuw vasSIRE FOR 

GOOD RELATIONS WITH IRAN, NOTING THAT A "POSITIVE ATMOSPHERE" WOULD 

LEAD TO SETTLING OUTSTANDING DISPUTES, INCLUDING THE THREE UAE 

ISLANDS. PROVIDED US WITH THE GIST OF AN B1 
IRANIAN VISIT EMPHASIZING BROAD SAUDI-IRANIAN 
AGREEMENT ON IRAQ AND AFGHANISTAN, BUT DISAGREEMENT OVER OIL 

PRODUCTION LEVELS. FONMIN SAUD AL FAISAL TOLD VISITING SENATOR 

BROWNBACK THAT BILATERAL RELATIONS WITH IRAN WILL NOT IMPROVE 

SUBSTANTIALLY UNTIL THE IRANIANS "CLOSE THE SECURITY FILE," BUT IT 

APPEARS THAT THE RELATIONSHIP IS MOVING STEADILY AHEAD IN TERMS OF 
INCREASED TRADE AND DIALOGUE ON REGIONAL CONFLICTS. THE OIL 

PRODUCTION ISSUE, HOWEVER, IS LIKELY TO REMAIN A BONE OF 

CONTENTION. END SUMMARY. 
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2. (U) SINCE THE NOVEMBER 5-7 VISIT TO MECCA AND RIYADH BY IRANIAN 
FOREIGN MINISTER KHARRAZI, THERE HAVE BEEN A SERIES OF BILATERAL 
VISITS AND EXCHANGES DESIGNED TO UNDERSCORE THE CONTINUED POSITIVE 
DEVELOPMENT OF SAUDI-IRANIAN RELATIONS: 


== SAUDI MAJLIS AL-SHURA SPEAKER MUHAMMAD BIN JUBAIR HEADED A 
SHURA COUNCIL DELEGATION THAT TOURED IRAN AT THE INVITATION OF 
IRANIAN MAJLIS SPEAKER NATEQ-NURI. DURING THE NOVEMBER 21-25 
VISIT, THE SAUDI SHURA COUNCIL DELEGATION MET PRESIDENT 
KHATAMI, EXPEDIENCY COUNCIL HEAD ALI AKBAR HASHEMI RAFSANJANI, 
AND FONMIN KHARRAZI, IN ADDITION TO NATEQ-NURI. THE SAUDI 
DELEGATION ANNOUNCED THE ESTABLISHMENT OF AN IRAN-SAUDI ARABIA 
PARLIAMENTARY FRIENDSHIP GROUP AND DISCUSSED THE ESTABLISHMENT 
OF AN ISLAMIC PARLIAMENTARY UNION. 


<= TRAN ORGANIZED A VERY SUCCESSFUL AND HEAVILY ATTENDED TRADE 
FAIR IN RIYADH NOVEMBER 23-29. THE FIRST IRANIAN TRADE FAIR 
TO BE HELD IN SAUDI ARABIA WAS OPENED CEREMONIOUSLY BY RIYADH 
GOVERNOR PRINCE SALMAN, AND FEATURED THE PARTICIPATION OF 180 
IRANIAN COMPANIES AND 400 IRANIAN BUSINESSMEN. POLCOUNS AND 
POLOFF, WHO TOURED THE FAIR NOVEMBER 29, NOTED THAT SAUDI 
FAMILY VISITORS TO THE FAIR WERE MOSTLY DRAWN TO HANDICRAFTS, 
JEWELRY, AND AN EXTENSIVE DISPLAY OF IRANIAN CARPETS, BUT THE 
IRANIAN EXHIBITS ALSO INCLUDED A WIDE RANGE OF INDUSTRIAL 
PRODUCTS INCLUDING IRRIGATION PIPES, FLOOR AND BATHROOM TILES, 
AND SUCH IRANIAN-ASSEMBLED FOREIGN PRODUCTS AS KAWASAKI DIRT 
BIKES AND MERCEDES HEAVY TRUCKS. 


= A TWO-DAY PREPARATORY SESSION FOR THE UPCOMING SESSION OF THE 
JOINT ECONOMIC COMMISSION, SCHEDULED TO TAKE PLACE DECEMBER 
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UNDERSECRETARY FOR ECONOMIC AFFAIRS DR. YUSUF AL-SA'DUN TOLD 
THE SAUDI PRESS AGENCY THAT THE PURPOSE OF THE JEC WOULD BE TO 
STRENGTHEN TIES OF FRIENDSHIP AND COOPERATION AS PROVIDED FOR 
BY THE AGREEMENT ON COOPERATION IN THE ECONOMIC, TRADE, 
INVESTMENT, SCIENTIFIC, SPORTS AND YOUTH FIELDS. THIS 
AGREEMENT WAS SIGNED IN TEHRAN IN MAY. 


= IRANIAN AMBASSADOR TO RIYADH, MOHAMMAD REZA SHARUDI-NURI, GAVE 
AN INTERVIEW TO THE LONDON-BASED DAILY "AL-HAYAT," IN WHICH HE 
ANNOUNCED THAT THE IRANIAN AND SAUDI GOVERNMENTS HAVE BEGUN 
PREPARING FOR A VISIT TO SAUDI ARABIA BY PRESIDENT KHATAMI. 
WHILE THE SAUDIS HAVE NOT CONFIRMED THIS REPORT, THE SAUDI 
PRESS AGENCY REPORTED THE IRANIAN AMBASSADOR'S DECEMBER 5 CALL 
ON CROWN PRINCE ABDULLAH, DURING WHICH HE DELIVERED A LETTER 
FROM KHATAMI. IN OUR VIEW, A KHATAMI VISIT IS LIKELY TO TAKE 
PLACE AFTER THE RAMADAN AND 'ID AL-FITR HOLIDAYS. 
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ABDULLAH DECLARES A "TANGIBLE DETENTE" BETWEEN THE GCC AND IRAN 
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S< CROWN PRINCE ABDULLAH, ADDRESSING THE GCC SUMMIT IN ABU DHABI 
DECEMBER 7, EMPHASIZED A "TANGIBLE DETENTE" (INFIRAJ MALHUTH) 
IN GULF RELATIONS WITH IRAN AND NOTED THE GULF STATES' DESIRE 
FOR "STRONG RELATIONS ... CHARACTERIZED BY COOPERATION IN ALL 
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SUBJECT: SAUDI ARABIAN-IRANIAN RELATIONS CONTINUE TO DEVELOP 


REF: (A) RIYADH 3826; (B) RIYADH 3945 


FIELDS AND OVERCOMING THE SENSITIVITIES AND DEBRIS OF THE 
PAST." ABDULLAH STRESSED THAT IRAN WOULD RESPOND TO A 
“POSITIVE SPIRIT" ON THE PART OF THE GCC AND WORK TOGETHER TO 
"PUT AN END TO UNRESOLVED PROBLEMS ... IN ORDER TO FIND A 
SOLUTION TO THE ISSUE OF THE THREE UAE ISLANDS, A SOLUTION TO 
BE ACHIEVED BY PEACEFUL MEANS." 


IRANIAN EMBASSY READOUT ON KHARRAZI'S DISCUSSIONS OF IRAQ, 
AFGHANISTAN 
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3. (C) CENTLY BRIEFED POLCOUNS 
ON AN IRANIAN EMBASSY READOUT ON THE KHARRAZI VISIT PROVIDED TO HIM 
BY ACCORDING TO 


OLD HIM THAT KHARRAZI'S DISCUSSIONS WITH 
SAUD AL-FAISAL AND CROWN PRINCE ABDULLAH FOCUSSED ON IRAQ, 
AFGHANISTAN, AND OIL PRODUCTION LEVELS. [| _—s—s«|NOTED THAT THE 

DID NOT MENTION KHARRAZI'S RAISING IRANIAN OPPOSITION 

TO TURKISH-ISRAELI MILITARY COOPERATION AND TURKEY'S THREATS TO 
ATTACK SYRIA, ALTHOUGH THE TURKS WERE AWARE FROM THEIR MONITORING 
OF THE IRANIAN MEDIA THAT THIS HAD BEEN A KEY SUBJECT OF 
CONVERSATION BETWEEN KHARRAZI AND THE SAUDIS. POLCOUNS ALSO NOTED 
THAT THERE APPEARED TO HAVE BEEN DISCUSSION OF THE MIDDLE EAST 
PEACE PROCESS, POINTING OUT THAT THE SAUDIS AND IRANIANS HAD 
REACTED VERY DIFFERENTLY TO WYE, WHICH PROBABLY EXPLAINED THE 


[ti (ttsC MENTIONING THIS SUBJECT. 
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4. (C) REGARDING IRAQ,{ _—s«|SAID THE IRANIAN DCM CLAIMED THERE 
HAD BEEN BROAD AGREEMENT THAT IRAQ MUST COMPLY WITH SECURITY 
COUNCIL RESOLUTIONS, BUT THAT THE USE OF FORCE BY THE U.S. AND 
BRITAIN WOULD HAVE SERIOUS AND UNPREDICTABLE CONSEQUENCES. (NOTE: 
ALTHOUGH THE SAUDIS MAY NOT HAVE DISPUTED THIS IRANIAN ANALYSIS, 
THE IRANIANS' CHARACTERIZATION DOES NOT ACCURATELY REFLECT THE 
SAUDI POSITION REGARDING USE OF FORCE. WE ALSO NOTE THAT A WELL- 
CONNECTED SAUDI JOURNALIST WHO COVERED THE KHARRAZI VISIT RECOUNTED 
TO US THAT A MEMBER OF THE IRANIAN DELEGATION HAD ARGUED TO HIM 
THAT IRAN OPPOSED THE USE OF FORCE AGAINST IRAQ BY THE U.S. BECAUSE 
IT WOULD FURTHER CONSOLIDATE THE U.S. MILITARY PRESENCE IN THE 
GULF, NOT BECAUSE OF CONCERN FOR IRAQI LOSSES. END NOTE.) 


5. (C) ON AFGHANISTAN,{  ~—————sijroup | =——~—<C~SC‘«dS THAT 
KHARRAZI HAD EXPRESSED IRAN'S APPRECIATION FOR THE SAG'S DECISION 
TO FREEZE RELATIONS WITH THE TALIBAN, AS WELL AS THANKING THE 
SAUDIS FOR THEIR EFFORTS TO MEDIATE THE SAFE RETURN OF THE MISSING 
IRANIAN DIPLOMATS, WHO WERE LATER DISCOVERED TO HAVE BEEN KILLED BY 
THE TALIBAN. CROWN PRINCE ABDULLAH REPORTEDLY TOLD KHARRAZI THAT 
SAUDI ARABIA HAD NOT PROVIDED THE TALIBAN "ANY ASSISTANCE" FOR 
ABOUT ONE YEAR. THE IRANIANS CONFIRMED REPORTS (SEE RIYADH 3673) 
THAT MULLAH OMAR'S PERSONAL BODYGUARD CONTINGENT IS MADE UP OF 
FOLLOWERS OF USAMA BIN LADIN. KHARRAZI ASSURED THE CROWN PRINCE 
AND SAUD AL FAISAL THAT IRAN DID NOT INTEND TO INVADE AFGHANISTAN, 
BUT NOTED THAT IRAN WOULD NOT INDEFINITELY TOLERATE TALIBAN 
"PROVOCATIONS." 
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6. (C)f[ SAID [_ ——“‘CSC‘SUNSIDENTT'IFFIEED AK DISAAGREEEMEENTT OVER 
OIL PRODUCTION LEVELS AS THE MAIN BONE OF CONTENTION BETWEEN IRAN 
AND SAUDI ARABIA. THE IRANIAN EXPLAINED THAT, UNDER CURRENT OPEC 
PRODUCTION QUOTAS, SAUDI ARABIA PRODUCES ABOUT EIGHT MILLION 
BARRELS A DAY WHILE IRAN PRODUCES ABOUT THREE MILLION. THE 
IRANIANS REPORTEDLY BELIEVE THAT IRAQ'S PRODUCTION LEVELS, 
INCLUDING THAT AUTHORIZED UNDER THE OIL-FOR-FOOD PROGRAM AS WELL AS 
THROUGH BANNED SMUGGLING OPERATIONS, NOW TOTALS ABOUT FOUR MILLION 


BARRELS A DAY. (NOTE: THIS FIGURE STRIKES US AS HIGH, BUT 
CONFIRMED THAT WAS THE AMOUNT MENTIONED BY ) 
KHARRAZI ARGUED TO ABDULLAH THAT SAUDI ARAB TE WITH 


IRAN IN REDUCING OPEC PRODUCTION IN ORDER TO ALLEVIATE THE GLUT ON 
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THE WORLD MARKET. ABDULLAH HAD AGREED 2. wuaw vou mansvauc NAIMI 
TO TEHRAN TO CONTINUE THIS DISCUSSION AT THE TECHNICAL LEVEL, BUT 
IN TEHRAN NAIMI HAD REJECTED IRAN'S PROPOSAL FOR A LARGE SAUDI 
PRODUCTION CUT. CONCLUDED TO[ —s—s«sTHAT: «IRAN 
HOLDS SAUDI ARABIA -- ALONG WITH INCREASING IRAQI PRODUCTION --~- 
LARGELY RESPONSIBLE FOR THE FALL IN OIL PRICES. 


7. (C) DURING THEIR NOVEMBER 23 MEETING (REF B), FONMIN SAUD AL- 
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SUBJECT: SAUDI ARABIAN-IRANIAN RELATIONS CONTINUE TO DEVELOP 
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FAISAL TOLD SENATOR BROWNBACK THAT UNTIL IRAN DEMONSTRATED THAT IT 
HAD CEASED ALL EFFORTS TO EXPORT REVOLUTION AND UNDERMINE THE GULF 
REGIMES, WHAT HE TERMED "CLOSING THE SECURITY FILE," SAUDI ARABIA 
WOULD NOT AGREE TO SUBSTANTIVELY CLOSER BILATERAL RELATIONS. WE 
BELIEVE THIS IS TRUE UP TO A POINT: THE SAUDIS CONTINUE TO REGARD 
IRAN AS A GRAVE POTENTIAL THREAT AND SOURCE OF INSTABILITY IN THE 
GULF, ARE CONCERNED BY IRAN'S WMD DEVELOPMENT EFFORTS, AND ARE 
PRESSING THE IRANIANS TO DEMONSTRATE THEIR GOOD INTENTIONS. AT THE 
SAME TIME, HOWEVER, THE SAG CLEARLY IS WILLING TO MOVE AHEAD IN 
PROMOTING INCREASED COOPERATION WITH THE ISLAMIC REPUBLIC IN TERMS 
OF INCREASED TRADE, INVESTMENT, AND HIGH-LEVEL CONTACTS, INCLUDING 
SUBSTANTIVE DIALOGUE ON IMPORTANT REGIONAL DISPUTES. AND WHILE 
SAUDI SUSPICIONS OF IRANIAN INTENTIONS REMAIN AN INHIBITING FACTOR, 
IT APPEARS THAT DIFFERENCES OVER OIL PRODUCTION MAY BE ANOTHER 
SOURCE OF ONGOING TENSION BETWEEN RIYADH AND TEHRAN, PARTICULARLY 
AS OIL PRICES CONTINUE THEIR DOWNWARD SLIDE. 
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